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Uruguayan Par Value and Stand-By Arrangement 


An initial par value for the Uruguayan peso, at 
7.40 pesos per U.S. dollar, has been established by 
agreement between the Government of Uruguay and 
the International Monetary Fund. The parities for the 
Uruguayan peso in terms of gold and in terms of the 
U.S. dollar of the weight and fineness in effect on 
July 1, 1944 are as follows: 0.120091 gram of fine 
gold per peso; 259.000 pesos per troy ounce of fine 
gold; 7.40000 pesos per U.S. dollar; 13.5135 U.S. cents 
per peso. 

A reform of Uruguay’s exchange system was begun 
last December; it is based on the establishment of a 
free market and the progressive elimination of export 
retentions, which are to be replaced by various forms 
of taxation over the next two years. All prohibitions on 
imports have been eliminated, and import surcharges 
and advance deposit requirements have been simplified 
and reduced. The present policy of freedom from all 
restrictions for invisibles and capital transfers will be 
continued. 

Under a stand-by arrangement, the International 
Monetary Fund has authorized the Government of 
Uruguay to draw the equivalent of $30 million over a 


12-month period. The arrangement was made following 
Uruguay's acceptance of an increase in its Fund quota 
from $15 million to $30 million, and is designed to 
support a program aimed at internal financial stability 
and trade and payments liberalization. 

Uruguay’s economic difficulties have been aggravated 
during the past two years by internal inflationary pres- 
sures and by floods in early 1959. In the first seven 
months of 1960, there was a recovery of electric power 
output and of agricultural and meat production; also, 
the wool clip is expected to improve. The increase in the 
cost of living has become more moderate. The Govern- 
ment has proposed a budget which provides for the 
introduction of an income tax, and it is pursuing policies 
designed to check the inflationary expansion of credit 
in the public, as well as in the private, sector of the 
economy. 

The resources provided by the Fund will supplement 
Uruguay’s reserves during a period when the Govern- 
ment’s stabilization program is being carried out, and 
they will be available for use in the event of deficits in 
the country’s international payments. 

Sources: International Monetary Fund, Press Releases, 
Washington, D.C., October 10, 1960. 


Fund Stand-By Arrangements with Iran and Paraguay 


The International Monetary Fund has entered into a 
stand-by arrangement that authorizes the Government 
of Iran to draw the equivalent of $35 million during 
the next 12 months. The Fund has also agreed to a 
postponement from January 1961 until July 1963 of 
repayment of $17.5 million in sterling that was drawn 
by Iran in July 1960. 

The Iranian Government is putting into effect a com- 
prehensive stabilization program designed to overcome 
the country’s current balance of payments difficulties. 
Iran’s external payments have risen sharply over the 
past two years and have exceeded its foreign exchange 
income, with a resulting deficit and reduction in the 
country’s reserves of gold and foreign exchange. The 
stabilization program provides for a curtailment of 
expenditure through the government budget and national 
development activity, and limitations on the use of 
credit in the public and private sectors of the economy. 
Although the level of import taxation, particularly on 


nonessential goods, has been raised as a balance of 
payments measure, liberal import and foreign exchange 
policies will be continued. 

The Fund has entered into a stand-by arrangement 
that authorizes the Government of Paraguay to draw the 
equivalent of $3.5 million during the next 12 months, 
in support of its free exchange system and program of 
internal stabilization. 

Paraguay’s outstanding drawings from the Fund under 
previous stand-by arrangements amount to $4.25 mil- 
lion, and its present quota is $8.75 million. Since 1957, 
the Paraguayan Government has been following a stabil- 
ization program based on conservative fiscal and 
monetary policies, and its exchange system has been 
maintained without restrictions. The country’s economic 
situation improved in 1958 and 1959, but during the 
first 8 months of 1960 production declined and there 
was a weakening in the country’s export markets. 
Recently, however, Paraguay’s export prospects have 
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improved, and its domestic policies have been adjusted 
to deal more effectively with current economic prob- 
lems. The Fund and Paraguay will remain in close 





European Tariff Policies and Primary 
Producing Countries of Asia 

Mr. Cuaderno, Governor of the Central Bank of the 
Philippines, stated in New York on October 5 that the 
problem created by the formation of the European 
Common Market and the European Free Trade Asso- 
ciation is particularly disturbing to the primary produc- 
ing countries in Asia, for the preferential treatment to 
be accorded to the primary materials produced in the 
past and present territories of members of the European 
Economic Community (EEC) and the European Free 
Trade Association (EFTA) will mean the loss of mar- 
kets for other primary producers. There has been, for 
example, a French movement to convince the EEC 
countries that Western Germany should immediately 
apply the EEC ad valorem tariff to coffee, instead of 
computing import duties, as before, on a weight basis. 
This change would mean that imports of Latin Ameri- 
can coffee would be liable to more than double the 
duties chargeable on African coffee. 


The primary producing countries are also concerned, 
Mr. Cuaderno said, about the establishment of a special 
fund for the development and production in the old 
cotonial territories of EEC countries of raw materials 
now being produced in Asia and sold in EEC markets. 


With a view to meeting the difficulties of the Philip- 
pines in this situation, Mr. Cuaderno recommended that 
the Laurel-Langley Agreement between the United 
States and the Philippines, which initiated the gradual 
withdrawal of tariff preferences between the two coun- 
tries, be re-examined. Provision for re-examination had 
been made when the Agreement was negotiated in 1954. 
Source: Far East-America Council of Commerce and 

Industry, Inc., Press Release, New York, N.Y., 
October 5, 1960. 


Europe 


U.K. Reserves 


U.K. holdings of gold and convertible currencies 
rose ‘in September by £13 million and amounted to 
£1,110 million at the end of the month. A further 
£20 million was repurchased from the International 
Monetary Fund; therefore, less than £30 million of the 
total amount drawn by the United Kingdom in 1956 
remains outstanding. 


The increase in reserves in September brought the 
rise for the third quarter of 1960 to £77 million; during 
this period, the United Kingdom repurchased a total 
of £50 million from the International Monetary Fund 
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contact while the stand-by arrangement is in effect. 
Sources: International Monetary Fund, Press Releases, 
Washington, D.C., October 10, 1960. 


and repaid another £15 million on account of outstand- 
ing EPU obligations. It seems that this result owes little 
to overseas visible trade; rather, the Times points out, 
it was due to an appreciable flow of funds to London 
resulting from the relatively high level of British short- 
term interest rates and from overseas political and 
financial factors. 


Overseas sterling holdings rose by nearly £100 mil- 
lion (see this News Survey, Vol. XII, p. 486) in the 
second quarter of 1960. This indicates the extent to 
which the rise in reserves in that period was counter- 
balanced by an increase in foreign sterling liabilities. 
On the monetary side, one of the main problems is to 
try to have these liabilities converted into long-term, 
rather than short-term, claims. From time to time, there 
has been quite appreciable buying on foreign account 
of industrial ordinary shares in London, and it seems 
highly likely that by now most of the short-term funds 
held by people able and willing to transfer them to 
London would already have been moved there. 


Source: The Times, London, England, October 5, 1960. 


U.K. Exchange Control 


The Bank of England has indicated that from Octo- 
ber 8 individual residents of the United Kingdom will 
be allowed to make cash gifts not exceeding a total of 
£250 in any calendar year, including 1960, to indi- 
viduals and organizations resident in any country out- 
side the Scheduled Territories. The Bank of England 
is prepared to consider applications by individuals to 
make cash gifts in excess of £250 when the applicant 
wishes to make such a payment on compassionate 
grounds or for such purposes as a wedding gift. 
Source: The Times, London, England, October 8, 1960. 


Economic Conditions in the United Kingdom 

The U.K. Treasury has stated that recent figures 
confirm the earlier impression that the rise in produc- 
tion has been flattening out. The seasonally adjusted 
index for August is provisionally estimated at 121-122 
(1954 = 100), compared with 121 in July, 120 in June, 
and 121 in April and May. Thus the average for 
June to August is 121, the same as the average for 
the March-May period. The Times comments that 
behind this apparent stability several changes have been 
taking place. Capital expenditure appears to be still 
going on apace. Although total bank advances rose by 
no more than £1.6 million (or £7.9 million if allowance 
is made for checks in transit) in the five weeks to 
September 21, the clearing banks state that “the em- 
phasis is moving from personal and consumer trade 
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borrowing to advances for capital goods industries.” 
This view is in line with the expectations of the National 
Institute of Economic and Social Research, which in its 
latest Review states that “the prospect for durables is 
uncertain. Sales of household durables might recover a 
little. Now that the backlog of demand for cars has been 
worked off, home dndied is falling; since export 
demand is also falling, car production is likely to come 
down appreciably.” In contrast, the National Institute 
looks for a rapid rise in investment in manufacturing 
industry; the rise in investment in private distribution 
and services, housing, and public investment has either 
slowed down already or is expected to do so soon. 
The Times remarks that, in short, a pause in world 
demand, coupled with the Government’s measures, have 
reduced the rate of industrial expansion, with the capi- 
tal goods trades taking up some of the running from 
the consumer goods trades, and that some of the infla- 
tionary pressures have subsided. The National Institute 
puts it somewhat more strongly when it says the danger 
now is that, if industrial capacity begins to be under- 
utilized, industry may revise its investment plans down- 
ward. The Institute contends that the outlook for the 
balance of payments is “uncomfortable.” It adds that 
“our exports persistently do worse than those of our 
competitors. They are not likely to rise now that there 


are signs of incipient recession abroad. They may well 
fall.” 


Source: The Times, London, England, September 30, 
1960. 


Foreign Currency Deposits in London 


The turnover in the market in London for foreign 
currency deposits continues to rise (see this News 
Survey, Vol. XII, p. 399). It is now becoming recog- 
nized practice for foreign exchange departments of many 
London banks to have at least one dealer engaged full 
time on this type of business, and there are at least 
two foreign exchange bankers who specialize in it and 
devote much of their activities to the task of putting 
lenders and borrowers of these foreign currencies in 
touch with one another. The greater part of this busi- 
ness is the acceptance by banks in London of dollar 
deposits, most of them accepted from banks and com- 
mercial firms in continental Europe, where apparenily 
direct contact with potential borrowers is lacking. Lon- 
don banks are able to quote more attractive rates than 
those quoted by U.S. banks, which are required to 
observe maximum rates payable on deposits. The dol- 
lars or other currencies taken on deposit in London are 
for the most part loaned out again to other overseas 
firms in the form in which they are accepted. Most of 
the so-called “Euro-dollars” have been loaned to conti- 
nental banks; Italy, in particular, has been a persistent 
borrower. In recent months, Japanese banks have played 


an increasingly important role as borrowers of dollars 
and have been prepared to pay between % and 1 per 
cent above the fine rate. Thus, the Economist suggests, 
the London market is operating not only as a clearing 
center but also as a guarantor. The function of the 
London operators with whom the foreign currency 
deposits are lodged is to find creditworthy borrowers, 
and they charge an appropriate margin of profit for 
the combined services as go-between and guarantor. 
Some of the foreign currency deposits lodged with 
London banks are converted into sterling. The exchange 
risk is covered by an appropriate forward exchange 
transaction, and the sterling is used during the currency 
of the deposit in various types of short-term investment 
ranging from treasury bills to loans to hire-purchase 
companies. The total amount of these foreign currency 
deposits outstanding at the present time has been esti- 
mated to be at least $500 million, cf which probably 
$300 million is reloaned in the form of dollars or other 
foreign currencies and the equivalent of $200 million is 
temporarily employed in short-term sterling loans. 
Source: The Economist, London, England, October 1, 
1960. 


Discount Rate of Bank of France 


The discount rate of the Bank of France was reduced 
on October 7 from 4 per cent to 3% per cent. The 
4 per cent rate had been in effect since April 23, 1959 
(see this News Survey, Vol. XI, p. 336). 


Wages in Belgium 

Since the recovery of the economy was slow, wage 
increases in Belgium in 1959 and the first half of 1960 
remained moderate and were largely in the form of 
increases in social security benefits. At the beginning 
of 1959, unemployment benefits increased by 10 per 
cent and employees’ pensions were adjusted upward by 
some 7 to 10 per cent. Index-tied wages in most sectors 
of industry increased by 2% per cent in September, as 
a consequence of the rise in the retail price index; and 
wages in the public sector rose by the same amount in 
October. In November, family allowances and certain 
other social security benefits rose by 5 per cent. Aver- 
age gross earnings per man-hour, which remained stable 
in the first half of 1959, consequently rose by some 
3.5 per cent in the latter half of the year. Index-tied 
pension allowances and unemployment benefits were 
also increased by 2% per cent in October; a 2% per 
cent decrease, which was to have taken place in 
March 1960, following a drop in retail prices, was 
not put into effect. 

Another addition to the wage bill now has to be 
faced because of the raising, as from April 1, 1960, of 
the wage ceiling applied in the calculation of social 
security contributions. The agreement of May 11 on 
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social planning, the law of June 27 on the compensation 
of employees thrown out of work by the closing of 
enterprises, and the law of July 20 on the guaranteed 
weekly wage will also increase the costs to be paid by 
employers. By the agreement of May 11, employers 
undertake to extend the holidays-with-pay scheme and 
to make an additional contribution of % per cent for 
the improvement of the family allowance system as from 
January 1, 1961. The question of raising the minimum 
wage is to be referred to “paritaire’” committees, on 
which employers and employees are equally represented; 
and the trade unions have agreed to make no fresh 
demands of a social character at the national or trades- 
group level until the end of 1962. 

The Kredietbank comments that the threat to price 
stability which arises from increases in wages and related 
payments is probably less acute in Belgium than in 
neighboring European countries. There is less pressure 
than elsewhere in the labor market, especially now that 
reserves of manpower have been supplemented by Bel- 
gians returning from the Congo, and the agreement on 
social planning has also increased the chances of 
industrial peace. 

Sources: Kredietbank, Weekly Bulletin, May 7, July 30, 
and September 10, 1960, and Ministére des 
Affaires Economiques, Bulletin Mensuel de la 
Direction Générale des Etudes et de la Docu- 
mentation, April 1960, Brussels, Belgium. 


Abolition of Danish Dollar Incentive System 


The Danish Government has decided that the premium 
paid to exporters to the dollar area is to remain at 
4 per cent for the calendar year 1961. According to 
the timetable for the gradual abolition of the dollar 
premium system (see this News Survey, Vol. XI, p. 280), 
the premium was to have been reduced to 2 per cent 
at the end of 1960. At the end of 1961 the system 
will be discontinued. 

Source: Bgrsen, Copenhagen, Denmark, September 30, 
1960. 


Liberalization of Trade and Payments in Italy 

In view of Italy’s strong balance of payments position 
and the amount of central gold and convertible cur- 
rency reserves, which amounted to about $2.9 billion 
at the end of June, the Italian Ministry of Foreign 
Trade has announced a series of measures to liberalize 
trade and payments. 


The number of imports from Japan subject to restric- 
tions has been reduced. The list of such imports remains 
larger than that for imports from the dollar area, which 
in turn is slightly more restrictive than that for imports 
from OEEC countries. Early unification of the import 
regime for imports from OEEC countries and the dollar 
area is expected. 


Personal transfers, such as those for inheritances, 
dowries, and emigrants’ assets, have been liberalized. 
The basic travel allowance in foreign exchange has been 
raised from Lit 300,000 to Lit 500,000 ($800) per per- 
son and per trip; in addition, a traveler may take with 
him Lit 50,000 in Italian banknotes, and the banks are 
permitted to make larger amounts of foreign currency 
available when appropriate documentation is submitted. 
The ceiling beyond which the banks cannot make pay- 
ment for certain current invisibles without previous 
authorization by the authorities has been raised from 
Lit 5 million to Lit 10 million. Transfers between 
parent companies and their subsidiaries relating to 
advertising, repairs, and maintenance also have been 
liberalized. The only restrictions now maintained on 
current payments are with countries that are not mem- 
bers of the Organization for European Economic Coop- 
eration or the International Monetary Fund. 


Capital transfers to member countries of the Euro- 
pean Economic Community have been liberalized in 
implementation of the Treaty of Rome. Furthermore, 
the banks are now authorized to make anticipatory or 
deferred payments related to import or export opera- 
tions with member countries of the Community, pro- 
vided the credit period involved does not exceed five 
years. 


Sources: 24 Ore, Milan, Italy, September 9, 20, and 


21, 1960; The Journal of Commerce, New 
York, N.Y., September 9, 1960. 


German Gold and Foreign Exchange Reserves 


According to the statements of September 23 and 30 
of the Deutsche Bundesbank, the gold and foreign ex- 
change reserves of the Bundesbank rose by DM 213 mil- 
lion in the third week of September and by DM 453 mil- 
lion in the fourth week, when they amounted to 
DM 26.23 billion. In the week ended September 30, 
the liabilities of the Deutsche Bundesbank fell by 
DM 59 million, to DM 368 million; thus, the net 
exchange position of the Bundesbank improved by 
more than DM 500 million during one week. This large 
increase in reserves reflects the strong inflow of specu- 
lative foreign funds in the last week of September. To 
the gold and foreign exchange reserves DM 3.74 billion 
should be added, representing largely credits to the 
International Bank for Reconstruction and Development 
and bilateral claims from former credits to the European 
Payments Union. The gross total of German monetary 
reserves reached DM 30.39 billion on September 30, 
thus surpassing the DM 30 billion mark for the first 
time; the gross total includes DM 0.15 billion of foreign 
currency and bills. Since March 1960, reserves have 
risen by more than DM 6 billion. 

Sources: Frankfurter Allgemeine Zeitung, Frankfurt 
am Main, Germany, October 1 and 7, 1960. 
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Interest Rates in Greece 

Interest rates on bank deposits in Greece have been 
reduced further, in accordance with a decision of the 
Greek Currency Committee taken on September 29 
(see also this News Survey, Vol. XII, p. 255). The 
maximum interest rate to be paid by banks on sight 
deposits has been reduced from 2.5 per cent to 2 per 
cent per year, with the exception of the rate on sight 
deposits by banks, various public or semipublic entities, 
public or private utility enterprises, and petroleum com- 
panies, which has been reduced from 2 per cent to 
1.5 per cent. Not subject to these ceilings on interest 
rates are deposits corresponding to funds of public 
entities placed, in accordance with Law 1611/1950, 
at the Bank of Greece or other banks, and redeposits 
of such funds placed at other banks by the Bank of 
Greece in accordance with the same law; the interest 
rate on these deposits or redeposits will continue to 
be 4 per cent per year. The maximum rate on savings 
deposits with banks and other credit institutions has 
been reduced from 5.5 per cent to 4.5 per cent per 
year for deposits of up to Dr 100,000, and from 
4.5 per cent to 4 per cent for deposits of between 
Dr 100,000 and Dr 200,000. The maximum rate on 
savings deposits with the Postal Savings Bank has been 
reduced to 5 per cent per year for deposits up to 
Dr 100,000 and to 4 per cent for deposits between 
Dr 100,000 and Dr 200,000 (savings deposits with 
banks or the Postal Savings Bank may be owned only 
by physical persons and in amounts up to Dr 200,000). 
The banks have now been authorized to accept from 
physical persons 3-month time deposits up to Dr 200,000 
per depositor at a maximum interest rate of 5 per cent 
per year. At the same time, the maximum rate on 
6-12 month time deposits has been reduced from 5.5 per 
cent to 5.25 per cent per year, and that on 1-2 year 
time deposits from 6 per cent to 5.5 per cent. The 
maximum rate on time deposits for a period longer 
than two years remains unchanged, at 6 per cent per 
year. Exceptionally, the maximum interest rate on time 
deposits for a period longer than 6 months by banks, 
various public or semipublic entities, public or private 
utility enterprises, and petroleum companies has been 
fixed at 3 per cent per year. Banks may accept from the 
Postal Savings Bank time redeposits at a maximum 
interest rate of 5.75 per cent on 6-12 month redeposits 
and at a maximum rate of 6 per cent on redeposits for a 
period longer than 12 months. The interest rate on all 
interest-bearing blocked deposits cannot exceed that 
paid on bank sight deposits. The reductions in interest 
rates on deposits will take effect on November 1, 1960, 
with the exception of savings deposits existing on 
October 31, 1960, on which the previous rates will be 
applicable until December 31, 1960. On time deposits 


existing on October 31, 1960 the agreed interest rate 
will be applicable until maturity. 

As of November 1, 1960, the interest rate on 
3-month and 6-month treasury bills has been reduced 
from 5 per cent to 4.5 per cent per year, and the rate 
on 9-month and 12-month bills from 5.5 per cent to 
5 per cent. 

Effective November 1, 1960, the rediscount rate of 
the Bank of Greece (i.e., the rate at which the Bank of 
Greece may rediscount commercial bills of industrial 
firms lodged with commercial banks) has been reduced 
from 7 per cent per year, the rate in effect since April 1, 
1960, to 6 per cent. The interest rate charged on tem- 
porary overdrafts by commercial banks on their deposit 
accounts with the Bank of Greece has been fixed at 
7.5 per cent per year. 

Sources: Naftemboriki, Athens, Greece, October 3 
and 4, 1960. 


Middle East 


Libyan-U.S. Financial Agreement 

The Libyan-U.S. agreement of 1954, under which 
Libya has received from the United States $4 million 
annually, in addition to grants and loans amounting to 
about $16 million in 1959-60, has been revised after 
two years of negotiation. During the five years beginning 
in 1960-61, Libya will receive, for the use of the 
Wheelus base by U.S. forces, $10 million annually in 
addition to economic aid and gifts of grain and fodder. 
In the past, the fixed payment was allocated entirely 
to a joint development agency, the Libyan-American 
Reconstruction Commission; under the new agreement, 
however, the Libyan Government is free to allocate 
these funds for any purpose. The Government has 
already set up a Development Council to which it 
plans to allocate 70 per cent of these revenues. 
Source: Middle East Economic Digest, London, Eng- 

land, September 30, 1960. 


Decimal Coinage in Pakistan 

The Government of Pakistan announced on Septem- 
ber 26 that decimal coinage would be introduced in 
Pakistan on January 1, 1961. January 1 and 2 will be 
public holidays to enable banks and businesses to 
convert their accounts into the new currency. 


Source: The Times, London, England, September 27, 
1960. 


Far East 
Indian Import Policy 


The Government of India’s import licensing policy 
for the six-month period commencing October 1, 1960 
provides for cuts on a wide range of goods, with a 
view to arresting the drain on the country’s foreign 
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exchange reserves. About 120 items are affected, i.e., 
nonessential consumer goods and items in respect of 
which domestic output has increased. It is estimated 
that established importers’ quotas will be reduced by 
approximately Rs 30 million (US$6.3 million). 

Imports of 25 items by established importers have 
been prohibited. These include certain types of wrought 
copper, brass and bronze, electrical house service meters, 
street light fittings, floodlights, waterproofing agents, 
hops, palm oil, essential synthetic oils, cotton and 
printed piece goods and fabrics, velvet, certain chemi- 
cals, and pasteboard. 

Import quotas on raw films, wine, whisky and other 
liquors, cotton fabrics, and sheet and plate glass have 
been reduced substantially. Reductions have also been 
announced for various other items, such as rayon yarn 
and thread, certain types of drugs and medicines, pipes, 
tubes, flexible and malleable iron pipe fittings, cast iron 
pipe fittings, iron and steel wire ropes, boots, shoes, and 
certain motor vehicle spare parts, including gaskets, 
radiator assemblies, shock absorbers, and bearings. 

During the first seven months of 1960, total imports 
amounted to Rs 6.13 billion, total exports were 


Rs 4.08 billion, and the trade deficit was Rs 2.05 bil- 
lion ($431 million). The deficit for the full calendar 
year is not expected to exceed the 1959 deficit of 
Rs 2.64 billion ($554 million), since exports tend to 


rise seasonally toward the end of the year. 
Source: The Times of India, Bombay, India, Octo- 
ber 2, 1960. 


Food Imports of Ceyion 

Ceylon’s rice imports in the first half of 1960 
amounted to 240,000 tons, about 55 per cent more 
than the 155,000 tons imported in January-June 1959. 
The cost of rice, however, dropped from Rs 498 per 
ton in the first half of 1959 to Rs 463 per ton in the 
corresponding period of 1960. In contrast to rice im- 
ports, imports of wheat flour decreased from 82,000 tons 
in the first half of 1959 to 38,500 tons in the first half 
of 1960. There was also a decline of about 7 per cent 
in its landed costs. 
Source: Ceylon News, Colombo, Ceylon, September 1, 

1960. 


Additional Ceylonese Rubber for Mainland China 

An agreement has been reached whereby Ceylon is 
to supply Mainland China with 5,000 tons of sheet rub- 
ber this year, over and above the 17,000 tons con- 
tracted to be supplied under the current year’s agree- 
ment. This additional rubber shipment will be paid for 
in commodities other than rice. Up to now, about 
10,000 tons of rubber have been shipped to Mainland 
China. 
Source: The Financial Times, London, England, Sep- 

tember 6, 1960. 
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Budget of Cambodia 


Cambodia’s budget for the calendar year 1960, which 
was approved by the National Assembly on January 20, 
1960, estimates expenditures at 4,420 million riels, an 
increase of 512 million riels, or 12 per cent, over actual 
expenditures in 1959. About 75 per cent of the increase 
is the result of higher investment expenditure under the 
current (1960-64) five-year plan. Investment expendi- 
ture for 1960 was fixed at 700 million riels, and the 
responsibility for financing this expenditure was shifted 
from the Ministry of Public Works—whose appropri- 
ation was decreased from 603 million riels in 1959 
to 371 million riels in 1960—to the Ministry of Finance 
—whose appropriation was increased from 314 mil- 
lion riels to 1,072 million riels. 

Since foreign military aid was scaled down from 
688 million riels in 1959 to 420 million riels in 1960, 
defense expenditure was reduced by 30 million rie!s, or 
from 31 per cent of total expenditures in 1959 to 27 per 
cent of the total in 1960. Its financing out of domestic 
resources was increased from 43 per cent to 64 per cent. 

Total estimated receipts include foreign military aid 
but exclude foreign economic aid. The 1959 budget was 
balanced by incorporating 510 million riels of previous 
years’ surpluses as revenue in 1959 and by drawing 
40 million riels from the Road Development Fund and 
60 million riels from treasury balances. It is expected 
that the 1960 budget will be balanced by incorporating 
362 million riels of previous years’ surpluses as revenue 
and by drawing on the Road Development Fund and 
treasury balances to the extent of 60 million riels and 
640 million riels, respectively. 


Banque Nationale du Cambodge, Bulletin 
Mensuel, Phném-Penh, Cambodia, March 
1960. 


Bond Issues of China (Taiwan) 


Two categories of short-term treasury bonds, totaling 
NT$400 million, are being issued in Taiwan by the 
Ministry of Finance, in order to rationalize the manage- 
ment of the national debt and to encourage saving by 
the public. Category A bonds totaling NT$300 million 
are to be sold to the public; NT$150 million of these 
bonds were put on sale on September 16, and issuance 
of the other half will begin on March 16, 1961. The 
issue of Category B bonds, amounting to NT$100 mil- 
lion, was purchased in full by banking institutions. 

Category A bonds bear interest of 18 per cent per 
year. Buyers of these bonds are exempted from pay- 
ment of income tax on interest from the bonds. Interest 
is paid quarterly; 50 per cent of the principal will be 
repaid 15 months after the bonds are floated, and the 
other 50 per cent of the principal will be repaid after 
30 months. The bonds can be freely sold, mortgaged, 
used for payment of taxes, or utilized as security in 


Source: 
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transactions with government organizations. A total of 
NT$300 million of similar bonds was floated in 1959, 
and the amount paid for the redemption of these 
issues and the fifth payment of interest is reported to 
have aggregated NT$65 million on September 16, 1960. 


Source: Chinese News Service, Free China Weekly, 


New York, N.Y., September 27, 1960. 
Japan's Import Liberalization and Foreign Exchange Budget 


Japan’s Ministry of International Trade and Industry 
approved on September 5 the addition, as of October 1, 
of 257 import items to the Automatic Approval System. 
The import value of these items for the current fiscal 
year is set at more than $6 million. With this decision, 
the rate of Japan’s trade liberalization will reach 44 per 
cent, or 2 per cent more than at present. 

Japan’s foreign exchange budget for the second half 
(October 1960-March 1961) of the current fiscal year 
is in accordance with the Government’s policy of 
liberalizing imports. The amount provided for automatic 
approval imports, $1,100 million, is greater by 
$130 million than the amount provided for the first 
half of the fiscal year. 

For the second half-year, the exchange budget is 
$3,530 million, the largest ever set for any half-year 
period. Commodity imports are estimated at $2,800 mil- 
lion, including the ordinary reserve fund of $200 mil- 
lion, and payments for invisibles at $730 million. 
Excluding the reserve fund, commodity imports are 
$141.2 million, or 6 per cent, above the revised figure 
of $2,458.8 million for the period April-September of 
this year; they exceed by $117 million the previous 
record of $2,483 million in the first half of fiscal 1957. 

The budget is compiled on the basis of the Govern- 
ment’s expectation that the annual rate of mining and 
manufacturing production will expand by 20 or 21 per 
cent during the second half of the current fiscal year, 
and that there will be a balance of payments surplus 
of $140 million—$10 million on current account and 
$130 million on capital account. 

The figure for payments for invisibles is $86 million 
above the revised figure of $644 million for the first 
half of the fiscal year 1960. The rise can be attributed 
mainly to an increase in foreign technical assistance and 
expenses accompanying trade transactions and other 
services. 

Sources: The Japan Times, September 6, 1960, Nihon 
Keizai Shimbun, September 27, 1960, and 
Bank of Tokyo, Weekly Review, October 3, 
1960, Tokyo, Japan. 


Relaxation of Credit in the Philippines 

Three additional measures to relax credit were taken 
on September 6 by the Central Bank of the Philippines 
(for earlier measures, see this News Survey, Vol. XII, 
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pp. 385 and 394): (1) All remaining advance cash 
deposit requirements for opening import letters of credit 
were abolished; in May, deposit requirements for certain 
categories of imports had been reduced, and those for 
certain others had been eliminated. (2) Reserve require- 
ments against demand deposits were reduced from 
21 per cent to 19 per cent. (3) The Central Bank’s 
discount rate on commercial credit (as distinct from the 
preferential rate applying to credit for industrial and 
agricultural production), which had been reduced from 
64 per cent to 6 per cent on May 31, was reduced 
further, to 5% per cent. 


Source: Philippine Association, Philippine Newsletter, 
New York, N.Y., September 9, 1960. 


United States 
U.S. Budget 


The mid-year review of the U.S. federal budget 
indicates a surplus of $1.1 billion for the fiscal year 
ending June 30, 1961; a surplus of $4.2 billion had 
been estimated last January. The change is due mainly 
to a downward revision of receipts, from $84.0 billion 
to $81.5 billion, coupled with an increase in estimated 
expenditures, from $79.8 billion to $80.4 billion. 

The decline in budget revenue reflects largely a 
decrease of $2 billion in the estimate for corporate tax 
receipts. The projection of higher expenditures is due 
primarily to expected increases over the January esti- 
mate in the postal deficit and in outlays for defense; 
however, these will be offset in part by lower interest 
payments and smaller outlays on various other pro- 
grams. The latest budget estimates are based on the 
assumption that gross national product for the calendar 
year 1960 will be about $505 billion, implying a con- 
siderable rise in national output in the last quarter of 
the year. 
Sources: The Wall Street Journal and The Journal of 
Commerce, New York, N.Y., October 5, 1960. 


Latin America 
Foreign Trade of Costa Rica 


Costa Rica’s exports f:o.b. increased from $47.6 mil- 
lion in the first six months of 1959 to $51.9 million 
during the first half of 1960, while imports c.i.f. rose 
from $50.0 million to $51.2 million. The larger rise in 
exports resulted in a trade surplus of $0.7 million, in 
contrast to a deficit of $2.4 million in the first six 
months of 1959. The value of coffee exports rose to 
$29.5 million, from $27.8 million, because of a rise in 
average export prices; the volume was practically the 
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same as in the first half of last year. On the other 
hand, the volume of banana exports increased by 28 per 
cent, to 4.1 million stems, with virtually no change 
in prices. 


Source: Banco Central de Costa Rica, Jnformacién 
Econémica Semanal, San José, Costa Rica, 


September 28, 1960. 


Venezuela's Trade with United States 


U.S. imports from Venezuela during the first half of 
1960 increased to $484 million, from $470 million in 
the corresponding period of 1959, while U.S. exports 
to Venezuela declined to $283 million, from $376 mil- 
lion. Venezuela’s favorable trade surplus with the United 
States thus increased to $201 million, from $94 million 
in the first half of 1959. This improvement in the trade 
balance was accentuated in the second quarter of 1960, 
when U.S. imports from Venezuela expanded by 17 per 
cent while U.S. exports to Venezuela dropped by 
35 per cent. 

Source: The Journal of Commerce, New York, N.Y.., 
September 19, 1960. 


Other Countries 
Wool Prices in Australia 


The decline in wool prices in Australia in July and 
August (see this News Survey, Vol. XII, p. 500) was 
halted in September, when prices rose by some 2% per 
cent. The average price for greasy wool sold in July 
and August was 46.02 pence (Australian), compared 
with an average of 61.74 pence (Australian) in the 
same months of 1959. 


Source: National Bank of Australasia, Wool Letter, 
Melbourne, Australia, September 24, 1960. 


New Zealand Bank Reserve Ratio 

The reserve ratio against demand liabilities of New 
Zealand trading banks was reduced from 38 per cent 
to 34 per cent as from September 9; the reserve require- 
ment against tinie liabilities remains unchanged, at 
10 per cent. The previous change in the reserve ratio 
was made on August 15, 1960 (see this News Survey, 
Vol. XII, p. 500). 


Source: Reserve Bank of New Zealand, New Zealand 
News Review, Wellington, New Zealand, Sep- 
tember 9, 1960. 


Gold Production in South Africa 


Gold output in South Africa was again a record in 
July, 1,815,814 fine ounces, but as the declared price 
was reduced from 249s. 11d. to 249s. 5d. per ounce, its 
value, £22,644,713, was slightly less than in June. 
The value of gold produced in the Orange Free State for 


the first time exceeded an annual rate of £80 million. 

The native labor supply declined seasonally, to 378,626. 

Sources: The Star, Johannesburg, South Africa, Au- 
gust 3 and 10, 1960. 


Ghana Government Denial of Nationalization Rumors 


President Nkrumah of Ghana, in a radio broadcast 
of October 9, denied reports that Ghana intends to 
nationalize foreign firms, and set forth the Government’s 
policy on the evolution of a socialist pattern of society. 
The Government is planning to build up Ghana’s coop- 
eratives, but this does not mean that Ghanaian private 
enterprise is to be nationalized. The cooperatives will 
not be protected by import restrictions, but they must 
develop side by side with private enterprise, either 
overseas or Ghanaian-owned, in a freely competitive 
manner. Reiterating his message to the National Assem- 
bly, published on September 2, 1960, the President said 
that his Government's policy was based on four sectors: 
state-owned; joint state-private enterprise; cooperatives; 
and purely private. 

Referring to the fourth sector, he said that there is a 
world shortage of capital for development and that he 
wished to leave no doubt that the Ghanaian Govern- 
ment will welcome capital investment from all sources. 
Fears of permanent domination in the commercial and 
industrial fields of the Ghanaian economy should be 
immediately and permanently abandoned. The Govern- 
ment has already taken adequate measures by limiting 
the tenure of leases and concessions and by clearing 
foreign elements from the ownership of land. However, 
the duration of leases and concessions must be balanced 
against the encouragement of overseas capital in such 
a way as to guarantee a reasonable return on the invest- 
ment. The Government accepts the fact that foreign 
firms must safeguard the interest of their shareholders, 
and it is willing to accept suggestions on how to 
assure the protection of shareholders’ investments and 
dividends. 

Source: The Financial Times, London, England, Octo- 
ber 10, 1960. 
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